ABSTRACT: Valuable resources often exist at distant points from a firm's current locations, so that strategic decisions such as growth have a spatial dimension in which firms seek information and choose between geographically distributed alternatives. Studies show that geographic proximity facilitates the flow of resources, but there is limited understanding of factors that exacerbate or ease the impact of geographic distance when firms seek new resources. This paper argues that the difficulty of search increases with distance, particularly when search involves greater information processing, but that firms can partially overcome the constraints of distance with direct, contextual, and vicarious learning. We study 2070 domestic acquisition announcements by U.S. chemical manufacturers founded after 1979. The results demonstrate the persistent effect of spatial geography on organizational search processes.
INTRODUCTION
Firms searching for new resources face variation in the spatial distribution of potential sources. The geographic strategy literature has shown that geographic proximity facilitates resource flows, influencing location decisions for venture capital (Sorenson and Stuart, 2001) , financial investment (Coval and Moskowitz, 1999) , and business units (Audia, Sorenson, and Hage, 2001; Landier, Nair, and Wulf, 2009 ).
In turn, firms gain from their proximity to consumers (Cadwallader, 1975; Eaton and Lipsey, 1979) and competitors (Peteraf and Shanley, 1997 ) and can appropriate region-level economies when they locate in close proximity to similar firms (Dudley, 1990; Jaffe, Trajtenberg, and Henderson, 1993; Krugman, 1991) . Nonetheless, desirable resources often exist at distant points from a firm's current locations, such that decisions such as divestiture, operational changes, innovation, and growth have a spatial dimension (Dicken, 1971) whereby firms seek information from distant sources and choose between geographically distributed alternatives. To date, though, there is limited understanding of factors that exacerbate or ease the impact of geographic distance when firms seek new resources (see Maskell, 2001) . We argue that the difficulty of search increases with geographic distance, particularly when firms seek resources that require greater information processing to assess, but that the impact of geography decreases as firms gain relevant direct, contextual, and/or vicarious experience.
This study draws from the spatial geography and acquisition strategy literatures to develop predictions concerning how geographic distance affects firms' domestic acquisition decisions. By geographic distance, we mean distance in relevant units of space such as miles. Acquisition is one of the major means by which firms search for new resources (Capron, Dussuage, and Mitchell, 1998) . The spatial geography literature highlights that in spite of recent advances in technology (Sorenson and Baum, 2003) , decision makers face information and access constraints that lead to spatially biased decisions (Duerloo, Clark, and Dieleman, 1990; Golledge, 2002) . This is particularly true when decision makers lack resources (Rossi, 1995) or when they attempt to access information in new environmental contexts (Golledge and Stimson, 1997) . While initial choice is experimental, decision makers can learn and make informed decisions as they gain experience in the search process (Clark, 1993) . We extend these arguments to the context of acquisitions and argue that the search for acquisition targets is a spatial decision problem such that firms choose from a set of geographically dispersed potential targets. Using a revealed preference approach, we define the set of potential targets as other firms that could also have been acquired at the time. We argue that the acquirers will prefer targets that are geographically proximate relative to the set of potential targets, especially when post-acquisition integration is essential for acquisition success. In addition, though, we expect that the effect of distance will decline as acquirers gain direct learning with distant search, contextual learning with acquisitions in distant states, and vicarious learning through other business units in their organizations.
We examine 2,070 domestic acquisitions announced between 1980 and 2003 by 767 U.S. chemical manufacturing firms that were founded after 1979. Chemical industry acquisitions have been driven by the need for consolidation and the consequent efficiency increase from combining similar business (O'Reilly, 2005) . Almost three quarters of U.S. chemical acquisitions during this period were related, meaning that acquirers had less need for industry information but substantial need for organizational information that could be distorted by distance (Coval and Moskowitz, 1999) . The size distribution of chemical manufacturing firms is highly skewed (BLS, 2006) , with most firms being small and privately held, for which little organization-level information is publicly available (Capron and Shen, 2007) . We restricted the sample to firms that were founded after 1979 in order to track target selection decisions from firm founding; this allowed us to explore how patterns changed as firms became more experienced with acquisition decisions and as advances in information technology over time facilitated information flow (Couclelis, 2009) . We focused on domestic acquisitions to help identify the set of alternatives that existed for announced acquisitions and to limit political, institutional, and technological differences that might shape how distance affects cross-border acquisitions. Given relative ease of travel within the U.S., treating distance in miles rather than travel times is appropriate. The setting allows us to contrast the impact of the relevant experience that we expect to condition the effects of distance with the effects of more general forms of experience such as business age and distance-independent transaction experience.
BACKGROUND: RESOURCE SEARCH AND SPATIAL DECISION MAKING
The strategic geography literature suggests three points: decisions about resources are often uncertain; firms have limited spatial extent of information; and geographic proximity facilitates resource redeployment. Many decisions -such as locating establishments, investments, expansion, and divestiture -present spatial choice problems. This section establishes the need to examine how firms conduct spatial search for resources and consider how decision makers overcome the constraints of distance.
The Search for Resources
The resource-based view of strategy considers the firm as a collection of tangible and intangible productive factors, including technological, human, financial, and physical assets (Peteraf, 1993; Wernerfelt, 1984) . These factors contribute to firm-level competitive advantage and superior returns when they are unique, durable, not easily traded, and inimitable (Barney, 1986) and when used appropriately in market context (Andrews, 1971; Grant, 1991) . However, such advantages are sustainable only when firms are able to regularly identify, develop, and deploy resources (Amit and Shoemaker, 1993; Capron et al., 1998; Dierickx and Cool, 1989) . Firms often need to obtain new resources (Teece, 1982) or employ existing resources in new business applications (Penrose, 1959) in order to stay competitive.
Firms seek resources externally when they face constraints to internal development. Internal development emphasizes a firm's existing operations (Nelson and Winter, 1982) and technological base (Dosi, 1982) , such that firms are most likely to learn new skills in areas where they already have prior knowledge (Teece, 1987) . In addition, firms are limited to the extent of internal development they can achieve in any given period (Penrose, 1959) , and face difficulties with internal development when they need to respond rapidly to environmental changes (Stalk and Hout, 1990) . Firms can overcome such constraints by seeking resources externally, such as by exchanging discrete resources through permanent sale agreements, rental contacts, and partnerships (Rugman, 1981; Tushman and Romanelli, 1985) or by buying businesses and then redeploying resources among target and acquirer (Capron et al., 1998) .
While seeking resources externally, firms face valuation difficulties and opportunistic behavior by contracting parties, which can reduce their ability to buy, sell, and license discrete resources. Resource valuation is difficult when development activities span functions within the firm, where it becomes difficult even to discern discrete resources (Conner and Prahalad, 1996; Itami and Roehl, 1987; Mitchell, 1994; Montgomery and Wernerfelt, 1988; Simon, 1969) . Difficulties also arise when resources face asymmetric information (Arikan, 2005; Reuer and Ragozzino, 2008) and when appropriability mechanisms are weak (Chi, 1994; Grossman and Hart, 1986; Rumelt, 1987) . Potential opportunism may create market failures in exchanging discrete resources by sale or by license (Williamson, 1985) .
The difficulty of acquiring resources from external sources increases when resources are geographically distributed, even though desirable resources are often geographically distant from decision makers. Hence, decisions about resources attain a spatial dimension, where firms have to consider geographically distributed alternatives and choose among them (Dicken, 1971) . The next section considers economic and behavioral mechanisms that shape spatial choice.
Spatial Decision Making
Spatial decision making involves searching for spatially distributed information and choosing between spatially distributed alternatives. When information from accumulated knowledge is inadequate or inapplicable, decision makers scan external sources of information to facilitate their choice. Studies of spatial search have long considered personal choices such as migration (Brown and Holmes, 1971) , consumer behavior (Gaswirth, 1976; Timmermans, 1980) , employment (Rogerson and MacKinnon, 1981) , and residential search (Clark, 1993) . In addition, spatial search arises with many business decisions such as establishment and location (Goddard, 1971; Dudley, 1990; Norman and Pepall, 2000; Sorenson and Stuart, 2003) , financial investment (Coval and Moskowitz, 1999) , expansion (Baum, Li, and Usher, 2000) , and divestiture (Landier et al., 2009) . Studies consistently show that firms and other decision makers have a limited spatial extent of information even within national borders.
Neoclassical economic and behavioral decision-making arguments complement each other in explaining how decision makers evaluate spatially distributed alternatives and choose between them.
Neoclassical economics treats search as a cost-benefit optimization problem in which decision makers minimize cost or maximize utility while recognizing the trade-off between the cost of continuing search and the opportunity cost of stopping search (Clark and Flowerdew, 1982) . Following this approach, decision makers conduct search until observing a price lower than the price at which the expected marginal gain from search equals the marginal cost of search (Kohn and Shavell, 1974; Miller and Finco, 1995; Philips, 1988; Ratchford, 1982) . Search is both an optimal routing problem in which decision makers pick alternatives from the population, and an optimal stopping problem where decision makers choose which candidates to evaluate further (Maier, 1993; Miller, 1993 Miller, , 1994 Narula, Lentek, and Harwitz, 1987; Rogerson, 1990) . Behavioral theory explores how decision makers create an effective set of alternatives from the population of potential alternatives (Desbarats, 1983) and how these alternatives are evaluated (Slovic, Fischoff, and Litchenstein, 1977) using psychological mechanisms such as satisficing behavior (Simon, 1957 ) that simplify complex decisions (Duhaime and Schwenk, 1985) .
Irrespective of approach, empirical findings consistently show that the spatial search process is limited in time (Ratchford, 1980) and spatial extent (Clark, 1982; Stimson, 1982) , which are both significantly constrained when search is costly Kohn and Shavell, 1974) . Search processes are likely to be short in duration when the gains are smaller and if the distribution of the variance of net gains across all alternatives are low (Huff, 1984) . In addition to such cost-benefit considerations, psychological processes also explain the short duration of search. When decision makers are risk averse in selecting from alternatives, they are likely to make satisficing choices, stopping search when they find an alternative that satisfies their minimal conditions (Smith, Clark, Huff, and Shapiro, 1979) . Hence, decision makers are likely to consider only a fraction of potentially available alternatives (Meyer, 1980; Michelson, 1979) , particularly when they have limited access to resources (Cronin, 1982) .
The distance-decay effect (Curran, Carlson, and Ford, 1982; Golledge, 1997 Golledge, , 2002 Perrings and Hannon, 2001; Tobler, 1970 ) manifests a ubiquitous constraint on information and access that leads to spatially biased search patterns. Distance decay occurs when the probability that a decision maker considers an alternative decreases with increasing distance between that alternative and the decision maker's current location Huff, 1986) . Thus, location is an important factor in understanding and utilizing spatial information (Tobler, 1970) . The distance-decay effect is a preference in space that can be summarized by a spatial discount rate, just as preferences over time can be summarized in a time discount rate (Perrings and Hannon, 2001 ). Empirically determined distance-decay curves are steep: exponential in the case of marriage partners, lognormal in the case of urban population density, and Pareto for urban land values (Golledge, 2002) . We now turn to consider spatial decision making in the context of firms' search for resources via selecting acquisition targets.
ACQUISITION TARGET SELECTION
We refer to the acquisition targets that firms select as acquisition matches. Determining acquisition matches requires two connected decisions, involving product line and geographic location. Firms first decide which product lines to expand -a simple categorization would be whether the expansion is in related or unrelated product lines. Unrelated acquisitions -such as General Electric's acquisition of the NBC broadcasting company -are similar to venture capital investments, providing little scope of knowledge transfer or sharing of other resources. Related acquisitions -such as Novartis's acquisition of the pharmaceutical firm Chiron -provide firms with opportunities to benefit from economies of scale and scope, from operational synergies and from improved competitive position. Related acquisitions allow firms to combine operations, reduce duplicative functions, integrate knowledge, integrate production and distribution systems, and cater to a larger product and geographic markets. However, related acquisitions also require more complicated search activities and greater post-acquisition integration, so that costs incurred in the process will weigh down the potential benefits (Trautwein, 1990 ).
Second, firms decide which target firm to acquire along these product lines. This introduces a spatial expression with a cost-benefit implication. Some acquisitions have explicit spatial expression, such as acquisitions driven by the need to gain access to input and market resources or to engage in multipoint competition. While firms do not aim to acquire geographically distant targets per se, they may require distant acquisitions in order to increase access to suppliers and buyers. The extent of spatial dispersion corresponding to these objectives depends on the locations of the firm, its targeted market, and its suppliers. It is difficult to directly predict the spatial dimension associated with certain objectives, such as gaining economies of scale and scope or achieving quick access to technology, but spatial location matters in acquisitions to the extent that it influences the target search process.
Target search includes screening firms during an investigation for strategic and organizational fit, performance, and the amount of investment that an acquisition would need. During this time, acquirers need extensive information in order to evaluate potential targets. This includes financial information such as size, profitability, debt, the strategic value of the target's assets, and the investment the acquiring firm will need to provide in order to upgrade and reconfigure the target's assets (Salter and Weinhold, 1981; Weston, Mitchell, and Mulherin, 2004) . Acquirers also seek cultural information that reflects the values and priorities within the target firm (Pritchett, 1985) . Acquirers seek detailed information on the manner in which targets organize their activities, including corporate responsibilities, financial systems, employment policies, job descriptions, performance evaluation systems, benefit plans, profit sharing plans, and purchase and marketing setups (Yunker, 1983) . Acquirers must judge how a target's skills will fit its own activities (Haspeslagh and Jemison, 1991) and what activities the acquirer will need to undertake in order to combine the target and acquirer skills (Capron et al., 1998; Pablo, 1994) .
The amount of information that acquirers possess about potential targets affects the search process.
The effect of incomplete information on target selection is well established (Reuer and Ragozzino, 2008; Shen and Reuer, 2005) ; the less information that acquirers can collect about potential targets, the greater the associated transaction costs and less likely that managers will engage in the acquisition. Studies have shown that a large proportion of acquisitions involve privately held targets, with little or no publicly available information (Capron and Shen, 2007) . Acquisitions of such targets involve a substantial price discount (Koeplin, Sarin, and Shapiro, 2000) , reflecting the information discount that acquirers experience while evaluating such targets. Target selection can be influenced by signals in the form of IPO processes, public disclosures, ties to investment banks, and coverage by the press and business analysis (Arikan, 2005; Reuer and Ragozzino, 2008) , highlighting both the importance of information as well as the limitations on the part of the acquiring firms in gathering information.
Hence, acquiring firms must overcome multiple constraints while searching spatially for targets.
Acquirers and their executives have physical and cognitive limitations (Cyert and March, 1963; Penrose, 1959) and have limited resources for target search. This limits the amount of time acquirers can spend in target search and the extent to which acquirers can evaluate multiple potential targets to reach a decision.
The search process will typically only assess a fraction of the population of potential targets (reflecting arguments in Desbarats, 1983) , and will be influenced by cognitive factors such as the need to simplify complex decisions (Duhaime and Schwenk, 1985; Tihanyi, Johnson, Hoskisson, and Hitt, 2003) . Such factors will influence which targets are considered and evaluated in the process of decision making.
Such constraints on search lead to spatially biased decisions. Research suggests that subjective influences such as context familiarity, prior knowledge, and perceived competence have important influences in individual investment decisions (Brennan and Cao, 1997; Grinblatt and Keloharju, 2001; Heath and Tversky, 1991; Huberman, 2001; Kang and Stulz, 1997) and that such influences shape the geography of investment decisions Moskowitz, 1999, 2001; Sorenson and Stuart, 2001 ).
Spatial decisions often involve the use of spatially limited personal information before secondary sources of information (MacLennon and Wood, 1982) , particularly when decision makers lack resources to support an extensive search (Rossi, 1995) . Such secondary sources include brokers, investment banks, and consulting companies that identify, gather information, and carry out due diligence about targets.
Several studies (Palm, 1976a, b) have raised questions about whether intermediaries can provided spatially unbiased information, while others suggest that firms use both informal and formal information gathering, with informal subjective factors playing major roles even within formal objective processes (Daft, Sormunen, and Parks, 1988; Green and Cromley, 1984; Kierulff, 1981; Weston et al., 2004) .
Summarizing these arguments of traditional spatial decision making theory and the acquisitions strategy literature, we predict that firms will exhibit a preference for geographically proximate targets.
Hypothesis 1:
The greater the geographic distance between an acquirer and a potential target, the lower the probability of an acquisition match.
Spatial factors are likely to have greater influence on decisions that require extensive subjective information to process (Petersen, 2004) . Recent studies (e.g., Landier et al., 2007) have explored the effect of "hard" and "soft" information on business decisions. Hard information is quantifiable; examples include a firm's financial performance, stock returns, age, size, diversification, and the geography of its subunits. Such information is easy to collect, store, and transmit across long distances. Managers can delegate the collection of hard information and can automate decision-making processes that use hard information. By contrast, soft information is difficult to quantify, context specific, and distorts at a distance; examples include vision, motivation, goals, expectations, ideas, opinions, and team dynamics.
Geographic distance increases the difficulty of effective communication (Cummings, 2007) , as well as the cost of seeking and integrating knowledge (Borgatti and Cross, 2003; Cummings and Ghosh, 2005; Petersen, 2004) , which will be particularly relevant for soft information.
In the context of target selection, acquisitions that involve post-acquisition integration of acquiring and target firms have greater information requirements. Related acquisitions are likely to involve greater degree of post-acquisition integration and strategic interaction than unrelated acquisitions (Kitching, 1967; Paine and Power, 1984) . In related acquisitions, firms acquire targets with similar business lines in order to capture synergistic benefits and scope economies, in path-dependent resource-deepening expansion (Karim and Mitchell, 2000) . The benefits from such acquisitions commonly require strategic interchange of resources between the acquirer and target firm (Haspeslagh and Jemison, 1991) . By contrast, in unrelated acquisitions of targets with different business, targets often receive instructions about performance requirements, such as GE's demands for performance levels in its NBC broadcasting subsidiary, but usually do not involve extensive systematic interchange of resources between acquirer and target. Unrelated acquisitions commonly allow substantial organizational autonomy (Haspeslagh and Jemison, 1991) , while relatedness in products and services between acquirers and targets creates a greater level of post-acquisition integration effort (Howell, 1970; Pablo, 1994; Shrivastava, 1986) .
Acquirers require more extensive information during target selection for related acquisitions.
Related acquisitions frequently involve redeployment of R&D, manufacturing, marketing, managerial, and/or financial resources (Capron et al., 1998) . While some interactions involve a costless transmission of information, other interactions involve teams working together closely, even as part of the target selection process. Research indicates that managers may face significant obstacles while implementing such interactions over long distances (Hauptman and Hirji, 1999; Kiesler and Cummings, 2002) . Given that acquirers need to collect more extensive soft information about related targets, firms are likely to exhibit a stronger preference for geographic proximity while acquiring such targets.
Hypothesis 2:
The more related the acquirer and target, the more that geographic distance will reduce the probability of an acquisition match.
Studies have shown that the ability to make spatial decisions develops with experience in the decision-making process. Initial decisions often lack order, reflecting decision makers' attempts to deal with uncertainty in new environmental contexts. After successive trials, though, decision makers often converge on a response sequence that reflects less experimentation and more incremental learning.
Studies have found this pattern in a variety of contexts (see Golledge and Stimson, 1997 for a synthesis), including job search (Rogerson and MacKinnon, 1981) , residential search (Clark, 1993) , immigration (Humphreys and Whitelaw, 1979) , and consumer behavior (Timmermans, 1980) . We expect that acquirers can improve their target selection capabilities through routine-based experiential learning (March and Simon, 1958) , that is, learning by direct experience. Direct experience with an activity such as distant search may help acquirers improve their ability to manage the acquisition process, due to better information gathering ability (Green and Cromley, 1984) and target selection skills (Bruton, Oviatt, and White, 1994; Mitchell and Shaver, 2004) . Inexperienced acquirers often inappropriately generalize their limited acquisition experience to subsequent dissimilar acquisitions, while more experienced acquirers differentiate between their acquisitions, suggesting that experience plays an important role in acquisition success (Haleblian and Finkelstein, 1999) . With experience in distant target search, acquiring firms generate routines that help them assess organizational information for distant targets, judge the value of targets' resources, and assess how a target fits in with the acquirer's strategy.
This logic suggests that acquirers face weaker spatial influences in target selection as they gain direct experience in distant search, that is, have acquired prior targets involving substantial cumulative distance.
Hypothesis 3a (direct experience):
The greater the geographic distance of acquisitions that an acquirer has undertaken in the past, the less that distance will reduce the probability of an acquisition match.
In addition, acquirers can accumulate contextual knowledge about distant markets that reduces the extent of information search that is necessary while searching for targets within those regions. Greve (2000) suggests that firms are likely to expand in distant environments in which they have prior experience. Such findings reflect the effect of familiarity with the market and with firms operating in the market. In turn, this logic suggests that the likelihood of an acquirer selecting a distant target increases when the acquirer has a prior acquisition in the same geographic region as the target.
Hypothesis 3b (contextual experience):
The likelihood of choosing a target firm in a distant region is higher if the acquirer has previously acquired in that region.
A question arises concerning whether firms can accumulate knowledge about potential targets via regular environmental scans and/or from interactions with competitors and partners, thereby reducing the need to search for targets. However, acquiring managers are unlikely to regularly scan the environment for information about other firms that might later become relevant during the target-selection phase of an acquisition (Hambrick, 1982) . Instead, firms are more likely to initiate scanning activities once they need data on such external events (Daft et al., 1988) . Given that acquisition decisions are based on specific resource requirements and opportunities created by underutilized productive resources present in firms at a given point in time (Penrose, 1959) , acquirers will need to scan the environment for target firms that fit their present expansion objectives as part of the target search process (Green and Cromley, 1984; Leigh and North, 1978) . Accumulated knowledge depreciates quickly, though, limiting the persistence and applicability of direct experiential learning in organizations (Argote, Beckman, and Epple, 1990) , while highlighting the potential for learning from secondary sources (Baum et al., 2000; Ingram and Baum, 1997) . These findings suggest that experiential learning is likely to be limited to target search routines (Levinthal and March, 1993; March, 1991) and is unlikely to lead to knowledge accumulation that substitutes for spatial information gathering during the target search process.
Instead, acquirers can utilize vicarious learning from secondary sources to help them gather information in unfamiliar contexts. The spatial geography literature shows that sources of information change over time (MacLennon and Wood, 1982) , extending from local and personal, to geographically distributed and secondary sources. A potential secondary source of information that offers opportunities for vicarious learning is through subsidiary or parent units that are geographically distant to the acquiring firm. Studies examining chain stores demonstrate how localized search through distant units can influence expansion decisions (Baum et al., 2000; Graff and Ashton, 1994; Greve, 2000) .
Firms that have ongoing relationships with other firms may exhibit a lower preference for proximate targets than stand-alone firms. Such ongoing relationships can exist in the presence of a parent firm, which is likely to dictate acquisitions strategy, or the existence of a subsidiary firm, which is likely to transmit information about targets that are close to the subsidiary but far from the parent headquarters.
We therefore predict that firms can at least partly overcome the constraints of distance by accessing information from parent and subsidiary organizations. Such benefits will spread the information network that a firm possesses, in turn increasing the potential span of its acquisition activities.
Hypothesis 3c (vicarious experience):
The preference for geographically proximate targets is lower for acquiring firms with parent or subsidiary firms.
In sum, we argue that distance influences search activity (H1), especially when firms require extensive information to process decisions such as in the case of related acquisitions (H2), but may become less influential as firms gain experience with distant search via relevant direct (H3a), contextual (H3b), and vicarious (H3c) activity. The analysis will compare these factors to more general experiential influences such as overall acquisition experience and organizational age. Discriminating among these experience factors will help determine how actively firms tend to shape their spatial acquisition strategies and other geographic search strategies. The analysis will also assess other factors that might influence the ability of the acquiring firm to purchase geographically distant targets, such as acquirer size, acquirer geographic centrality, and recent developments in communication technology.
ANALYSIS Sample
The analysis studies U.S. chemical manufacturers. These firms use chemical processes to transform organic and inorganic raw materials into finished products. Such firms produce more than 70,000 different chemical substances, including basic chemicals such as carbon dioxide and hydrogen as well as end products such as fertilizers, drugs, paints, and soaps. The chemical industry is important in terms of its volume of output, accounting for about 25% of the worldwide production of chemicals, about 2% of U.S. GDP, and about 12% of all U.S. manufacturing (O'Reilly, 2005) . The industry is a large employer, providing about a million jobs within the U.S. (BLS, 2006) . About 55% of its output provides intermediate inputs for industries such as healthcare, education, textile, automobile, electrical, electronic, petroleum refining, paper, machinery and instruments, rubber and plastics, agriculture, mining, and construction, while about 25% of its output provides intermediate products in chemical manufacturing itself (see Lenz and Lafrance, 1996) .
We examine 2,070 domestic acquisitions announced between 1980 and 2003 by 767 U.S. chemical manufacturing firms that were founded after 1979. We identified acquirers from the SDC database using the North American Industry Classification System (NAICS) code of their primary industry subfield. Table 1 of firms are small, employing 9 or fewer people, accounting for only 3.4% of the workforce employed in the chemical manufacturing industry. Only 3.5 % of the firms employ more than 250 people, accounting for 44% of the chemical manufacturing work force (BLS, 2006) . About 62% of the acquirers in the sample operate in pharmaceutical and medicine manufacturing, accounting for 57% of the acquisitions. Table 2 reports the primary industries of the target firms, showing that about 67% of acquisitions were of chemical manufacturing targets. Non-chemical industry targets included firms providing R&D services (8%) and wholesalers (5%). Our focus on domestic acquisitions facilitates the sampling design we outline below and also limits possible influences of political, technological, and travel time differences that might shape how geographic distance affects cross-border acquisitions. ********** Table 1 and Table 2 about here ********** Acquisitions have long played an important role in the development of the chemical industry. In addition to the general objective of achieving growth and quick access to resources, firms have used acquisitions to achieve economies of scale and operational efficiency in R&D, production, and marketing activities. The need for rapid changes -including greater economies and operational efficiencies -could arise from industry-or firm-level shocks (Danzon, Epstein, and Nicholson, 2004) . Industry shocks could be driven by excess capacity resulting from demand shocks, which reflect fluctuating conditions in the health and other manufacturing sectors. Such contagion is reflected in the high utilization of chemical manufacturing industry's output by these sectors. Shocks can also arise from firm-level factors such as a low expected growth rate in the future. For pharmaceutical firms, for instance, this can arise from a setback due to the FDA not approving the commercialization of a particular drug. Under such conditions, firms may perceive economies from acquiring and combining operations with other firms, removing duplicative functions, and reducing overhead while catering to a larger geographic market. Danzon et al. (2004) examined determinants and consequences of mergers in the pharmaceutical industry. They found that large firms merged in response to excess capacity, while small firms merged as a result of financial trouble. Reports in the business press and industry analysis (e.g., O'Reilly, 2005) describe many chemical acquisitions as opportunities to consolidate in a saturated environment, such that firms used acquisitions as a means to reduce overhead and increase efficiency.
Focal Variables
Dependent variable. Acquisition is a 0-1 dummy variable indicates whether any dyad of two firms, as we describe below, announced a deal in a given year. We do not restrict the sample to only those acquisitions that were completed, because the full sample better represents the process of target search and selection. The analysis controls for the number of prior incomplete acquisitions; we found no significant difference if the sample included only completed acquisitions.
Acquisition Distance is the log of the miles between coordinates for the zip codes of acquirer and target firm headquarters (to test hypothesis 1). The distance d ab between two points a and b is given by
Lat and long refer to the latitude and longitude of locations a and b. C is a constant that converts the result to miles on the surface of the earth. We used C=3,437. There were numerous typological errors and missing data in the zip code and city information within the SDC database, which we corrected manually by referring to individual company websites, directories such as the Medical and Healthcare Market Place Guide, the U.S. Census Bureau website, and various real estate websites.
Acquisition is Related: A 0-1 variable indicated relatedness (hypothesis 2). We tested both narrow and broad definitions of relatedness. In the first definition, this variable was 1 when the target operated in the same 4-digit NAIC (1,212 cases were related) and 0 when the target operated in a different 4-digit NAIC segment (858 cases). The broader definition also coded an acquisition as related if the acquirer had a prior acquisition in the focal target firm's industry, even if the target was in a different 4-digit segment from the primary NAIC of the acquirer. Using this measure, 1,389 of 2,070 acquisitions were related.
These measures produced materially equivalent results; we report results using the broader definition of relatedness. An interaction term between relatedness and acquisition distance tests hypothesis 2.
Prior Acquisition Experience counts the number of acquisitions the firm announced from its founding to the year prior to the focal year. Among the 767 firms in the study, 392 (51%) implemented only one acquisition, 144 (19%) implemented more than 4 acquisitions, and 28 (4%) implemented more than 10 acquisitions. We interacted prior acquisition experience with acquisition distance to test the effect of prior acquisition experience. To test hypotheses 3a (direct experience), we used a cumulative measure of distance from prior acquisitions (Prior Acquisition Distance), which is a more meaningful measure of distant acquisition experience than a count of the number of prior acquisitions or making an arbitrary distinction between "distant" and "close" acquisitions. To test hypothesis 3b (contextual experience), we used a 0-1 dummy variable (Prior Acquisition in State) that was 1 when the acquirer had previously acquired in the same state (other than the firm's headquarters state) as the focal acquisition.
Dummy variables indicate whether the acquirer is a parent with multiple subsidiaries (Acquirer is Parent) or a subsidiary itself (Acquirer is Subsidiary). Among the 767 acquirers, 510 (66%) were singleunit firms, 132 (17%) were parent firms with subsidiaries, and 125 (16%) firms were subsidiaries themselves. Interactions of the variables with distance test hypothesis 3c (vicarious experience).
Control Variables
The analysis includes controls for industry subfield and acquisition year, as well as acquirer, target, and acquirer-target dyad characteristics. Dummy variables indicate the seven Industry Subfields that Table 1 listed. Year of Acquisition addressed telecommunications progress that might facilitate the identification and eventual acquisition of geographically distant target firms (Peters, 1997) .
Acquirer characteristics include age, size, diversification, urban location, public status, prior cancelled acquisitions, and geographic centrality. Acquirer Age uses founding dates from company websites and the Factiva publications database. Acquirer Size is the log of assets, with missing values imputed as a time-variant function of the firm's age, diversification, number of prior acquisitions, and private vs. public status. Acquirer Diversification uses information from the SDC database about the number of industry segments in which the acquirer operated. This variable controls for unobserved heterogeneity of behavior across diversified and focused firms; for example, diversified firms may be more likely than focused firms to acquire related units (Mitchell and Shaver, 2004) . Acquirer is Urban is a 0-1 variable indicating if an acquirer was based in a designated metropolitan (MSA) or micropolitan statistical area; metropolitan statistical areas have at least one urban area inhabited by more than 50,000 people, while micropolitan statistical areas have at least one urban area inhabited by more than 10,000 people. Acquirer is Public is a 0-1 dummy variable that indicates if the target was a publically listed firm.
Acquisition is Cancelled denotes whether an announced acquisition did not reach fruition, while Prior
Cancelled Acquisitions counted the number of acquisitions that a firm had announced but not completed as a measure of acquisition effectiveness.
Acquirer Geographic Centrality controls the geographic location of an acquirer within a pool of potential targets. The acquirer geographic centrality variable reflects the fact that the U.S. chemical manufacturing industry is geographically concentrated. Firms locate in regions that have a high concentration of other manufacturing firms (e.g., near the automobile industry in the Great Lakes region; near electronics firms along the West Coast), near petroleum and natural gas manufacturing firms (explaining the high concentration on the Gulf Coast in Texas), and near major industrial ports as chemicals used for production are often imported by sea (BLS, 2006) . Firms from California, New Jersey, New York, Massachusetts, Texas, Pennsylvania, and Florida accounted for over 60% of the sample. The location of the acquiring firm vis-à-vis the population of potential targets may affect how distance explains acquisition probability -central acquirers are more likely to acquire geographically proximate targets than peripheral acquirers. We included the number of potential targets within 150 miles of the acquirer as a measure of centrality; the more potential targets within 150 miles, the more central the location of the acquirer. Figure 1 plots the geographic location of acquiring firms' headquarters. ********** Figure 1 about here **********
Target characteristics include business emphasis, public status, and urban location. Target is
Marketing is a 0-1 variable that indicates if the target firm is primarily involved in marketing and distribution activities. The probability of acquiring a particular target is likely to be higher if the target is more visible than other potential targets, which we addressed with a 0-1 variable that indicated if the target was a public firm (Target is Public). Among the 2,070 target firms, 590 (29%) were public; the other cases included privately held firms (807; 39%), subsidiary units (427; 21%), branch units (192; 9%), and assets (57; 3%). Target is Urban is a 0-1 variable indicating if a target firm's location was in a designated metropolitan (MSA) or micropolitan statistical area, using the same criteria as acquirers.
Dyad characteristics include target relative size and similar-sized cities. Target is Larger is a 0-1 dummy variable indicating if the target firm is larger than the acquiring firm. To control for cultural and institutional differences, Target in Similar City is a 0-1 dummy variable that indicates whether the target is in a city with similar size characteristics, based on metropolitan, micropolitan, or rural status.
Three other mechanisms might explain why some firms systematically acquire distant targets while others focus on proximate targets. First, acquiring managers with greater risk-taking propensity or those with a greater geographic expanse of social networks could exhibit low sensitivity to distancerelated factors while selecting targets; we found no evidence to conclude that any fixed firm-specific factors systematically influenced target selection decisions over time. Second, target performance might override distance concerns. Target financial performance is not a binding determinant of acquisition, however, particularly if acquirers have intent to dismantle and integrate target resources. As proof of this, poorly performing firms often are acquisition targets in many industries. More importantly, this question would only pose a problem for this study if mismanagement or poor performance is geographically clustered; there is no evidence that geographic clustering of mismanagement and/or performance exists in the U.S. chemical industry. Third, the motive of achieving market power could lead to geographically clustered acquisitions within regions, but this possibility is limited in our study because national and, increasingly, global competition determines chemical prices. Tables 3 and 4 report descriptive statistics. ********** Table 3 and Table 4 about here**********
Methodology
The study developed hypotheses concerning the direct effect of geographic distance on acquisition match and factors that may moderate the relationship between acquisition distance and the probability of acquisition match. Testing the hypotheses involves modeling the probability that a firm acquires a particular target from a set of potential targets. This involves creating a dummy variable with value of one for the dyads representing acquisitions that occur, and zeros for acquisitions that could have occurred but did not. Using this matrix of 1's and 0's, a logit model tests how acquisition distance explains the probability of acquisition. Logit interaction models then test the moderating hypotheses.
The first step is to define the set of potential acquisitions that could have occurred but did not.
Firms must satisfy two conditions in order to be considered as a potential target. First, a potential target must operate primarily in the same industry as the target that was eventually acquired. This condition identifies which of the target firms match the focal acquirer's revealed expansion objectives. Second, a potential target must be acquisition-worthy. By acquisition-worthy, we mean targets that provide strategic advantage to the acquiring firm by virtue of their resources, while at the same time being available for takeover. This condition addresses the 'quality' difference that exists across firms that were never acquired and firms that were acquired by other chemical manufacturers in a proximate time period.
In turn, one can identify acquisition-worthiness by limiting potential targets to only those firms that were eventually acquired by chemical manufacturing firms during a five-year window around the focal acquisition. Prior research has used a similar approach (Sorenson and Stuart, 2001 ). However, it may be restrictive to assume that all acquirers focus on the same set of targets. Hence, we include nontargets in the sample and run tests for sampling designs using both strong and weak assumptions about what constitutes a potential target. The results differed only slightly between different sampling designs, with the basic conclusions remaining consistent.
Once the actual and potential acquirer-target dyads are defined, the estimation can proceed by either analyzing all possible dyads or using endogenous stratification to analyze a subset of the dyads (Cosslett, 1981; Manski and Lerman, 1977) . Endogenous stratification, in contrast with random and exogenous stratified sampling, involves splitting the observations into sets corresponding to whether the dependent variable is 1 or 0, and then randomly selecting observations from these two sets.
Endogenous stratification is common in binary dependent variable models where there is a much larger number of zeros than ones, such as predictions of wars, vetoes, epidemiological infections, and venture capital investments (e.g., King and Zeng, 2001; Sorenson and Stuart, 2001) . Assuming an annual average of about 9,125 operational firms during the study, the number of possible acquisitions is 9,125(C)2 = (9,125*9124)/2 = 41,628,250. A total of 5,767 acquisitions took place within the sector, while 41,622,483 possible acquisitions did not occur. The number of acquisitions that did occur is very small compared to the total possible acquisitions. It has been difficult to predict and explain probabilities in such cases, because the usual logit regression underestimates the probability of occurrences and data collections methods are inefficient given the time and resources needed to collect information on the large number of non-occurrences, many of which are irrelevant. When such a discrepancy between 1's and 0's exists in the data, sampling by endogenous stratification provides better estimates of the probability of occurrence. This approach can also save time and resources in data collection.
When estimating using the endogenously stratified sample, it is necessary to include a weightbased correction. This is because the fraction of 1's in the sample is different from the fraction of 1's in the population. Manski and Lerman (1977) To interpret the interaction models, we use the following cross derivative of the logit specification, where x 1 and x 2 are the interacting variables and P(x) is the short notation for P(Y=1|X).
To derive standard errors and t-values, we use STATA's 'predictnl' command. We plot the values of the interaction effects and the corresponding t-values against the predicted probabilities to interpret the interaction effect, because the marginal effect of the interaction term, given by ( ) 2 1 x x x P ∂ ∂ , does not represent the interaction effect in index models (Ai and Norton, 2003; Wooldridge, 2002) . These plots are displayed only when their implications contrast with the magnitude, direction, and significance of corresponding coefficients derived from logit regression.
We considered sample selection issues in determining a sampling strategy. The concern is the possibility that a firm's decision to acquire rather than expand by other means arises from knowledge of existence of nearby targets. One approach would be to create a sample of potential acquirers, including firms that did and did not announce acquisitions during the period, and use a two-step approach that first estimated the likelihood that firms announce acquisitions and then, among the acquiring subset, examined how distance affected target choice (Heckman, 1979) . This procedure requires listing all chemical manufacturing firms operational after 1979. Our sample accounts for almost all public firms, because most of these firms announced at least one acquisition from 1980 to 2004. Although the COMPUSTAT and OSIRIS databases identified a few additional non-acquiring public firms, we were unable to gather detailed financial information on private non-acquiring firms. Instead, we address potential selection issues via variables for firm age, and size, diversification, which influence the mode of firm growth (e.g., Aldrich and Auster, 1986; Barnett and Amburgey, 1990; Penrose, 1959) , as well as acquirer geographic centrality to assess whether a firm's tendency to grow and acquire reflects the existence of nearby targets.
This conditional mean approach assumes that a firm's decision to select a particular target is independent of its higher-level decisions to carry out acquisition-based growth once we control for these factors.
In sum, we use weighted logit regression, corrected for non-independence of observations. We draw observations from an endogenously stratified sample to test how distance between acquirer-target dyads affected the probability of match. The results reflect an endogenous stratified sample where we match each acquisition that occurred with five other randomly drawn potential acquisitions that could have occurred but did not. Appendix 1 compares the WESML method to other approaches. Table 5 displays results of the tests of hypotheses 1, 2, 3, and 4. The results in column 1 support hypothesis 1 (p<0.01), showing that firms tend to prefer geographically proximate targets. The results show an 80% drop in the probability of acquisition between a target that operates in the same zip code and one that is 40 miles away. The corresponding percentage drops are 90.2% and 96.8% for targets located 200 miles away and 2500 miles away. The predicted probability that an acquiring firm chooses a particular target -sampling five potential targets for each announced acquisition and fixing all independent variables at the mean -is 0.001. Hence, acquisitions are rare events. Using this as the baseline, we explore the effect of geographic distance on the probability that an acquirer chooses a particular target, and how acquirer-and dyadic-level factors condition the effect of distance. ********** Table 5 about here********** Columns 2 to 6 of Table 5 report interactions that correspond to hypotheses 2, 3a, 3b, and 3c; completing the tests then required plotting and examining appropriate cross derivatives. As we noted earlier, the marginal effects of the logit interaction terms calculate incorrect partial derivatives, because they calculate the change in probability per unit change in the multiplicative term, e.g., distance times relatedness (Distance x Related, in column 2). Rather than simply assess the coefficients of the interaction terms in the regression equation, the correct way to calculate the interaction effect is to use a cross derivative -this gives the change in the relationship between, for instance, relatedness and probability of match, per unit change in distance. We note cross derivative results only when they conflict with the corresponding findings from logit regression.
RESULTS
Column 2 of Table 5 supports hypothesis 2 (Distance x Related; p<0.01). As expected, acquirers are less likely to undertake related acquisitions as distance increases.
Columns 3 and 4 of Table 5 assess the effect of prior acquisition experience on focal target selection, based on prior experience with distant acquisitions (H3a) and prior experience of acquisitions in other states, excluding those in the state of the acquirer's headquarters (H3b). Column 3 shows that firms that had previously implemented geographically distant acquisitions were less sensitive to distance while implementing the focal acquisition (H3a, Distance x Prior distance; p<0.05). Column 4 then shows that the location of previous acquisitions in repeat states reduced the impact of distance on target selection (H3b, Distance x Repeat state; p<0.01). Suppose the focal acquisition occurs in a distant state S. Column 4 shows that if the acquiring firm had previously acquired in this state S, it had a significantly higher likelihood of acquiring again in this state (S) even if targets in this state were geographically more distant compared to other potential targets available to the acquirer.
Columns 5 and 6 of Table 5 report the effect of the presence of parents or subsidiaries, to test hypothesis 3c. As we argued previously, firms might be able to overcome the constraints of distance by accessing information from parent and subsidiary organizations. The interaction term in column 5 (Distance X Acquirer is parent) shows that acquirers with subsidiaries did not display a lower preference for geographically proximate targets. By contrast, column 6 shows that acquirers with parent firms (Distance X Acquirer is subsidiary) were moderately less sensitive to distance (p<0.10); this result remained significant in the analysis of cross derivatives. In combination, the results in columns 5 and 6
indicate that knowledge about distant targets is more likely to flow from parent to subsidiary than from subsidiary to parent, consistent with the idea that corporate decisions are made at headquarters more than in subsidiaries. Table 6 reports tests of additional factors that might shape the impact of distance. Three factors explore more general forms of experience: Distance-independent transaction experience with acquisitions (column 1) and cancelled acquisitions (column 2), plus greater business age (column 3). In contrast to the significant effect of contextual experience, the number of prior acquisitions implemented (transaction experience independent of distance) had no impact on focal target selection. The Distance x Number of prior acquisitions interaction term (column 1) appears to suggest that firms with greater prior acquisition experience were less sensitive to distance, but this result is not supported by the calculation of the appropriate cross derivatives and their corresponding standard errors. The cross derivative was lower in magnitude compared to the coefficient of the interaction term and was not statistically significant. ********** Table 6 about here********** Column 2 examined negative prior experience in acquisitions, focusing on cancelled acquisitions, which is a second form of distance-independent transaction experience. The analysis did not find evidence that prior negative outcomes increased the sensitivity to distance in the focal acquisition. Table 4 reports low correlations between these variables, permitting joint analysis of their effects.
Column 3 examines acquirer age. Older firms might have a better understanding of distant markets and competitors, diminishing the extent to which geographic factors influence target selection decisions (Green and Cromley, 1984) . However, firm age did not have a significant effect on the preference for geographically proximate target firms. Column 3 initially appears to indicate that older acquirers had a greater preference for geographically proximate targets, but the cross derivative calculations do not support this conclusion. Instead, the calculated cross derivative was lower in magnitude compared to the interaction term reported in column 3, and statistically insignificant, showing that the preference for geographically proximate targets did not change with firm age.
Overall, the results in columns 1 to 3 of Table 6 show that general experience has less effect than the contextual experience in Table 5 in conditioning spatial preferences. This pattern of results provides strong evidence about the need for highly specific experience to overcome the barriers that geographic distance places on the search for new resources.
Columns 4 to 6 report three other corollary tests that investigate whether acquirer size, acquirer geographic centrality, and the year of announcement influence how distance affects acquisition tendencies. Studies suggest that reputations associated with greater size may decrease the influence of spatial factors in investment decisions (Coval and Moskowitz, 1999; Dahlquist and Robertsson, 2001; Kang and Stulz, 1997) , while larger firms may have greater information-gathering resources (Green and Cromley, 1984) . However, column 4 shows that acquirer size had no effect on the proximity preference, which cross-derivative calculations confirmed. In contrast, column 5 shows that acquirers that were centrally located had a greater preference for proximate targets (p<0.05). This result follows from the greater availability of proximate targets as compared to other acquirers operating in distributed areas.
Finally, recent developments have generated a greater prevalence of electronic forms of communication. Studies have discussed how such advances could lead to more expanded firm boundaries (Afuah, 2003) , facilitate geographic expansion (Berger and DeYoung, 2002) , and help managers coordinate functions across dispersed locations (Cohen, 2000) . Such developments could help acquirers overcome barriers of distance and seek geographically distant targets. However, column 6 shows that firms' sensitivity to geographically distant acquisitions did not decrease with time; during the period of the study, the effect of distance persisted in spite of improvements in communications infrastructure.
Among the corollary tests in Table 6 , therefore, only acquirer geographic centrality within a pool of potential targets significantly affected distance.
DISCUSSION AND CONCLUSIONS
We set out to investigate how spatial geography shapes the organizational search process as reflected in firms' choices of acquisition targets. We explored target choice by plotting the locations of all potential targets at any given point of time, and examining which target acquirers selected. Acquirers preferred geographically proximate targets, especially while implementing related acquisitions. This effect was persistent. Distance continued to influence target selection as firms grew in size, aged, and gained acquisition experience based on the number of prior completed and cancelled acquisitions; moreover, the effect persisted over the two decades of the observation period, from 1980 to 2003. In contrast, target selection decisions were significantly influenced by three forms of distance-relevant experience: Direct experience gained from prior distant acquisitions, contextual experience with prior acquisitions in distant locations, and vicarious information flows from parent units to subsidiaries.
Most generally, the study contributes to research on spatial choice. Several studies show that distance constrains key elements of business strategy even within national borders, affecting intra-firm communication (DeSanctis and Monge, 1999) , financing decisions and return on investment (Coval and Moskowitz, 2001) , relationship formation, inter-firm interactions, and organizational evolution (Sorenson and Stuart, 2001; Stuart and Sorenson, 2003) , chain expansion (Baum et al., 2000) , and organizational failure (Kalnins, Swaminathan, and Mitchell, 2006) . Such studies show that spatial decisions are biased, reflecting the decision maker's existing resource-base and prior experience with the search process.
The findings show that organization search behavior is consistent with the core arguments of spatial choice theory, while highlighting differences that have implications for strategy research. The distance decay effect was steep, consistent with findings of other studies of spatial choice (Golledge and Stimson, 1997; Sorenson and Stuart, 2001 ). This result, in conjunction with the finding that centrally located firms were most likely to acquire proximate targets, indicates that firms evaluate geographically proximate targets before considering those that are geographically distant. This is similar to behavior in residential search, employment, and investment decisions. However, we also found that there were no time-constant unobserved factors affecting the choice of target firm. We interpret this as implying that factors such as financial resources, managerial ability, social networks, information technology, organizational visibility, or other factors that might generally apply from one acquisition to another did not play a systematic role in explaining the geography of target selection. Instead, the results show the strong effect of contextual factors that were directly relevant in focal acquisitions, and raise questions about the role of general accumulated knowledge in organizational search processes.
The finding that distance had a persistent effect on target selection was reinforced by the strong results showing how related acquisitions shaped the preference for proximate targets. This pattern suggests that firms placed greater weight on expected costs relative to specific acquisitions than on their own general capabilities built with prior experience. A partial explanation for this contrast can be articulated as follows: It is less likely that firms will consider targets based on their prior experience and more likely that they will consider factors such as the need to interact with the target firm, integrate systems, and provide full management for the target while implementing related acquisitions, hence preferring firms that are geographically proximate in order to facilitate these activities. Overall, these findings parallel micro-level studies on strategic decision making (e.g., Duhaime and Schwenk, 1985; Tihanyi et al., 2003) that provide evidence that managers place greater emphasis on the opportunities presented by focal activities rather than on their own prior personal experience (Tyler and Steensma, 1998; Barden and Mitchell, 2007) .
More specifically, the study contributes to the growing body of research examining spatial influences on growth strategy. Research on firm growth and acquisitions strategy has traditionally used the premise that firms expand in a spatially homogenous environment. Indeed, the idea that geographic proximity facilitates acquisitions stands in opposition to arguments that industry structure, market opportunities, target capabilities, and organizational and strategic fit determine firms' acquisition strategies. In such views, distance between acquirer and target is not an important consideration because the acquisition premium or discount will reflect the characteristics of target location (Friedman, Fung, Gerlowski, and Silberman, 1996) . Some studies argue that acquirers commonly focus on the characteristics of geographic locations such as market concentration and future growth opportunities in identifying targets (e.g. Hannan and Rhoades, 1987; Rose, 1999) , while others suggest that improvements in communications and transportation infrastructures have reduced the economic significance of distance for acquisitions (Berger and DeYoung, 2002) . By contrast, a small set of studies in the economic geography literature has discussed acquirer-target distance. These studies observed that acquisitions commonly concentrate spatially close to the acquiring firm's corporate headquarters, while the effect of geography declines with advances in information technology (Green, 1987; Green and Cromley, 1984) .
Other studies examined outcomes of spatial influences, including how acquisitions have lead to greater geographic concentration of economic activity (Rodriguez-Pose and Zademach, 2003) , facilitated the transfer of corporate control across geographic boundaries (Chapman and Edmond, 2000) , and generated social and economic tensions within local communities (Jonas, 1992) . Nonetheless, economic and corporate geography research provides a limited understanding about the underlying mechanisms of the spatial evolution of firms (see Maskell, 2001) , which this study helps advance.
The study has limitations that suggest further research. First, we were unable to study spatial choice in the context of international acquisitions -which accounted for 20% of acquisitions implemented by firms in our sample -because it was not feasible to generate meaningful sets of potential targets in multiple countries. A study with a more focused sample could incorporate a larger playing field that includes multiple countries, while attempting to discriminate the effects of space from those of national, political, cultural, and technological boundaries (e.g., Anand and Delios, 1997; Delios and Henisz, 2003; Feely and Harzing, 2004; Hofstede, 1980; Hymer, 1976; Kogut and Singh, 1988; Lakshmanan, 1989; Morosini, Shane, and Singh, 1998; Sleuwaegen, 1998) . Second, we based our hypotheses on assumptions that distance influences target search and post-acquisition integration of target firms, but we do not distinguish between these activities nor do we elaborate on which have greater influence on target selection. Further evaluation of these activities has potential implications for the strategic decisionmaking literature, particularly in studying the role of asymmetric information in decision making. Third, in order to track all acquisitions a firm implemented, data limitations constrained our sample to firms founded after 1979. An analysis of acquisitions by older firms (e.g., Dow Chemical) would be insightful.
The study demonstrates that the spatial distribution of opportunities has substantial impact on strategy, with some forms of experience moderating the effects. Given that location is a fundamental decision for all firms, it is important to continue to examine how firm-level goals and resources interact with spatial factors to influence the formulation, implementation, and consequences of business strategy.
We believe the research provides a base for continuing this work. Other control variables included in the analyses: Industry subfields, Target is marketing, Target in similar city. ^^ Relatedness is based on primary industry code; related targets have the 4-digit NAIC of acquirer's primary segment and/or if the acquirer has a prior acquisition in the segment (1389 of 2070 acquisitions are related). Other control variables included in the analysis: Industry subfields, acquirer diversification, existence of parents or subsidiaries, prior acquisition in state, target operates in similar city, target is urban, and target is public. 1379.0 1444.5 1272.33 857.19 692.14 ** p<0.01, * p<0.05, + p<0.10 (standard errors in parentheses; effects are calculated keeping other variables at the mean) ^ WESML corrected for finite sample bias # 767 firms, 2,070 acquisitions, 5 randomly selected potential targets for each acquisition Dependent variable: 1 denotes target that was acquired; 0 denotes potential targets that were not acquired
